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FEDERAL DEPOSIT INSURANCE CORPORATION
Forms, Instructions, and Reports; Reports and Public Disclosure of Indebtedness
of Executive Officers and Principal Shareholders to a State Nonmember Bank
and its Correspondent Banks are the subjects of a recent notice of proposed
rulemaking by the Federal Deposit Insurance Corporation (FDIC) (see the
10/26/83 Fed. Reg., pp. 49517-20). The proposal requires an insured state
nonmember bank to disclose, upon request, the names of its executive
officers and principal shareholders who (along with their related interests)
have substantial borrowings from the bank or its correspondent banks. The
reporting and disclosure requirements of the proposal will apply to institu
tions such as mutual savings banks, not previously subject to the reporting
and disclosure provisions of section 7 (k) of the FDI and Act section 106(b) (2)
of the BHCA amendments as they existed prior to the amendment by the f a m St Germain Act in 1982. For further information contact Robert E. Feldman
at 202/289-4171.
FEDERAL HOME LOAN BANK BOARD
A new, quarterly financial reporting system designed to help federal regulators
determine if thrifts are headed for trouble or adequately balancing their
assets and liabilities was approved 10/24/83 by the FHLBB. The new quarterly
reporting system, which bank board officials said will provide much of the
information necessary to conduct "offsite” examinations of federally-insured
thrifts, will be in effect for the reporting period beginning 1/1/84, and
will replace monthly reporting requirements thrifts currently must satisfy.
The industry wide monthly reporting requirements will be eliminated 7/1/84.
However, Federal Home Loan Banks are authorized to continue asking thrifts
for monthly information considered necessary for making adjustments to re
gional cost-of-fund indices. The quarterly reporting system was proposed by
the bank board 8/29/83, and although the proposal would have required detailed
information on delinquent loans, asset maturities, deposit activity, futures
and options market participation, use of new investment powers, and other
thrift balance sheet categories, the final reporting system has been cut
back in response to industry opposition as well as suggestions made by a
special pilot group that tested the reporting system for the FHLBB. The
final quarterly reporting requirements adopted by the bank board represent
a condensed version of the original proposal. The agency eliminated 11
balance sheet and expense items that it determined are not "critical," sub
stantially reduced required disclosures regarding delinquent loans and forclosure actions, and eliminated most proposed disclosures on deposit activity.
The agency decided to require thrifts to report on end-of-quarter deposit
balances in fixed term accounts and provide aggregate information on net
new deposits. These disclosures currently are required monthly.
A joint advance notice of proposed rulemaking concerning brokered deposits and
deposit placement activities was recently issued by the Federal Deposit In
surance Corporation (FDIC) and the Federal Home Loan Bank Board (FHLBB) .
This joint action, according to the bank regulatory organizations, "stems
from the agencies’ concern that a growing volume of brokered and brokeredtype deposits is being placed in fully insured accounts at banks and savings
and loans associations without adequate analysis by depositors of the managerial
strength and financial stability of those institutions." The FDIC and FHLBB
solicited comments on a set of 19 questions that cover the multiple issues
surrounding deposit brokerage activity, including the extent to which these
practices exist and how to deal with them by limiting insurance coverage of
such deposits or restricting the receipt of such funds by insured institutions.
Copies of the agencies’ advance notice of proposed rulemaking are available
from the FDIC’s Information Office.
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The annual report, Statistics of Income— 1981, Individual Income Tax Returns, has
recently been made available by the IRS. The report shows that of the 95.4
million Form 1040 and 1040A returns filed, taxable returns increased by 2.8
million returns, while nontaxable returns decreased by 1.3 million. Adjusted
gross income increased 9 percent reflecting significant increases in salaries
and wages, interest, pensions, dividends and royalties. Approximately 45.5
million returns claimed the new combined dividend and interest exclusion in
effect for 1981 and excluded $10.6 billion from adjusted gross income. The
1981 tax was reduced by a new one year 1.25 percent rate reduction credit
that resulted in a tax savings of $3.4 billion on 74.9 million returns. Addi
tionally, the report includes information on income, exemptions, deductions,
credits, state data and taxable and nontaxable high income returns. The IRS
Publication 79 may be purchased for $5.50 from the U.S. Government Printing
Office at 202/783-3238.
Penalties against exempt organizations and private foundations which fail to
file complete annual returns will be assessed under certain circumstances,
according to a recent Internal Revenue Service (IRS) news release. The
penalty, $10 a day up to a total of $5,000, will be assessed when an organi
zation files an incomplete Form 990, Return of Organization Exempt From
Income Tax, or Form 990-PF, Return of Private Foundation. In Revenue Ruling
77-162, found in Internal Revenue Cumulative Bulletin 1977-1 on p. 400, the
IRS said that the penalty may be assessed if an incomplete return is filed,
since such a return does not satisfy the filing requirement. Until now the
IRS has not assessed penalties for filing incomplete returns. The IRS in
tends to write to organizations failing to file a complete return to request
that the missing information be furnished within a specific time period. If
an organization fails to supply the missing information, then the IRS will
make a further request for a completed return. If after the request a complete
return is not filed or a reason given, the IRS will assess the penalty. The
IRS pointed out that Internal Revenue Code section 6652(d) authorizes that
the penalty be assessed against either the organization or the person or per
sons responsible for the failure to file a complete return. The individuals
will be jointly and severally liable for the failure and the penalty.
The 1980 Form 1040 (Schedule C) Public Use File, a magnetic tape containing
individual records of sampled taxpayers filing one or more business schedules
in Tax Year 1980, is available for $3,000, according to the Statistics of
Income Division, IRS. The number of return records in this file is 58,428,
representing 9.7 million businesses. As with all publicly available files,
according to the IRS, identifying information has been deleted. All infor
mation pertaining to Schedules C filed with over $5,000,000 in business
receipts has also been deleted. Interested parties may order this file by
contacting the Director, Statistics of Income Division, Internal Revenue
Service, 1111 Constitution Avenue, N.W., Washington, DC 20224.

SPECIAL:

HOUSE PANEL HEARS FROM OMB AND GAO ON PROPOSED EXPANSION OF INSPECTOR
GENERAL PROGRAM

A hearing on H.R. 3625, a bill to establish offices of Inspector General in the
Departments of Justice and Treasury, was held by the Subcommittee on Legis
lation and National Security, House Government Operations Committee on 10/26/83
According to a news release from the office of Committee/Subcommittee Chairman
Rep. Jack Brooks (D-TX), the first IG was established in 1976 at HHS and
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since that time similar offices have been established by Congress in 18 depart
ments and major agencies. The Departments of Justice and Treasury are the two
remaining cabinet level departments without Offices of Inspector General.
Witnesses were divided on the necessity of the bill. A representative of
the U.S. General Accounting Office supported the bill, while spokesmen for
Justice and Treasury opposed it, indicating that department employees already
perform those IG functions. Additional hearings on this measure by the full
Government Operations Committee are planned, but no specific dates have been
set.
SPECIAL:

DRAFT OF CREDIT UNION AUDIT GUIDE RELEASED FOR COMMENT

An exposure draft of a proposed audit and accounting guide to audits of credit
unions was recently released for comment by the Credit Unions Committee of
the American Institute of Certified Public Accountants. The guide is intended
to help the supervisory committee, management and directors of credit unions,
as well as other interested persons, understand the nature and scope of audits
of credit unions by independent auditors. It also provides assistance to
the independent auditor in examining and reporting on the financial statements
of credit unions. Specifically, the guide recommends reporting savings (share)
accounts as liabilities rather than reporting them as equity as is the regu
latory practice. Also, the proposal describes those aspects of operations and
accounting unique to the credit union industry and describes some of the
regulatory requirements of the industry. Comments on the exposure draft are
requested by 1/20/84. Copies of the exposure draft are available from the
AICPA Order Department at 212/575-6426.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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